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Dear Appl lcan  t: 

We have  c o n s i d e r e d  your a p p l i c a t i o n  f o r  rec ,ogni t  ion of crxrmp t i o n  from 
F e d e r a l  income talc ilrlder e c c t l o n  SOl(c)  ( 7 )  of t l ~ c :  I n t e r n a l  Revcnl~e Code. 

The i n f o r m a t i o n  s u b m i t t e d  d i s c l o s c ~  t h n t  your cry ,nnlz .s t ion wan incorpor -  
a t e d  o n  *****  *  *****  under the ******  NotlPrafi t  C o r p c - ~ n t i o n  Act .  The 
o r g a n i t a t i o n m  p u r p o s e s  and a c t i v i t i e s ,  a s  s t a t e d  or\ t h e  n p p l . l c ~ t i o n  Form 
1024, a r e  t o  c o n s t -  uc t and o p r r n t c  a co -ope ra t i ve  r e c r c ~ t  i o n n l  v o h i c l c  
r e t r e a t  f o r  t h e  bcnc f i  t. of members. 

Wembership l a  reetrFcterl t o  membfsrs i n  good standinhi  o f  t h c  "*******  * * *  I ~ " .  
(Tha p u r p o s e  and munhcr~;lri p q u n l i f  i c n t  t o n s  of  t h e  " * * * * * * * *  ** *  b "  a r c  
unknown.) In orde r  l o r  an  "******** **** " mcmber t o  bccomc n member o f  
y o u r  o r g a n i z a t i o n ,  t hey  mat  e n t e r  I n t o  a l i f c c i i m r  l e o s e  agreenlcnt f c r  
t h e  u s e  o f  o n e  of chc l o t 6  i n  t t ~ c  p a r k .  blembsrs a r c  per  rnal  t ~ r d  t o  u s e  
t h e  p a r k  a n d  t h e i r  l cascd  l o t  at. any tfrne and f o r  what e v t t r  l cng t l \  of 
t h e  t h e y  wieh. Firerie l o t e  m y  be u s e d  by rncmlxr,s '18 a trrnpornry o r  
permanent  resr idencc ,  o r  l e f t  vacan t .  \ftlcn A ~ C R N ~  i u  e x e c u t e d , t l ~ e  rncmt)c?r 
p a y s  your  o r g a n i z a r l o n  a11 i n i t i n l  nascsfanent of  $ * * * * * *   f o r  uuc of a 
s p e c i f i c  l o t .  rhercaf c c r  t h e  mtrnber t ig recs  t o  p a y  any and a l l  n s s e suxcn tn  
n e c a r s a r y  f o r  t h e  o p e r a t i o n ,  m n  i n t enc~nce ,  d c v c l ~ > p n c n t  anti imp rovernenr. 
o f  t h e  p a r k .  Upon t e r m l n a t i o l ~  of m a n h e r s h l y ,  t h e  l e a s e d  l o t  rc*vc:rts 
t o  your o r g a n i z a t i o n  and t h e  p r i o r  rnernbcr i s  rcimburned f o r  h i . ,  o r i g j n n l  
i n v e s t m e n t  p l u s  any subecquen t a s a e s s n c n t  s .  Your orgnniz t r t  i o n ' s  p r i m r y  
e o u r c e  o f  r a c e i p L a  w i l l  be  d e r i v e d  from t h e s e  lease paymerlts and t i sasess -  
mente. Xhesc Funds w i l l  then h e  i ~ s c d  t o  p r o v i d e  electricity, w a t e r ,  sewer ,  
t ~ l e p h o n ~  and mair tennnce t o  t h c  p a r k .  

S e c t i o n  SOl(c) ( 7 )  o f  t h e  I n t e r n n  1 k v e n r ~ c  Code p r o v i . 1 ~ ~  excnrpt i o n  f o r :  
"Cluba o r g a n i z e d  fo r  p l e a s u r e ,  r e c r e a t i o n  and o t h e r  
n o n p r a f i t e b l c  pu rpose s ,  u u b s t n n e l a l  l y  ctl 1 of t h e  
a c t iv i t i e s  of which a r e  f o r  quch purpoaes  and no 
p a r t  of t h e  net carnlnge  oi w h i c h  i n u r e s  t o  t h e  
b e n e f i t  of any p r ivn  t e  u h ~ r c h o l d e r .  " 



%action 1 . 3 0 1 ( ~ ) ( 7 ) - i  of t h e  r e w l a t i o n i  prov ider ,  i n  p a r t ,  a s  f o l l u w a ;  

'(a) Tho d x m q t i o n  providrd by s e c t i o n  5Ol(a) f o r  
o r g a n i m t i o n r  d s r e r i b d  i n  i e c t i o n  501(c )  ( 7 )  
r p p l l e r  o n l y  t o  c l u b a  which a r e  organired  and 
o p e r a t e d  a x c k r r i v a l y  f ~ r  pl earura,  r e c r e a t i o n ,  
and o t h e r  nonprof ( t a b l a  purpories, but d o e 8  n o t  
apply t o  any club i f  any p a r t  of i t r  n e t  nernings 
iaurw:, t o  thrs benefit of en? p r i v a t e  i h a r a h o l d e r .  
I n  g e n e r a l ,  t h i s  s x m p t i o n  axtenda t o  r o c f a 1  ~ n d  
r e c r e a t i o n  c l u b s  wh:,ch a r c  r u p p o r t e d  n o l u l y  by 
neabershlp Peen, duer ,  and aeaaearoenca. I l w u v a r ,  
a club otharwiea  entitlad t o  e x s u p t i o n  will n o t  
be disqualified because it, r a i a s s  ravenub from 
maobare t h r o u g h  t h e  u e e  of  c l u b  f r r c l l i t i u o  o r  in 
c o n n e c t i o n  w i t h  c l u b  a c t i v i t i o u . "  

" (b) A c l u b  uhdcl~ engup,ao i n  h u r i n e e e ,  euch  nm ~0.qklr.g 
i c r  n o c l ~ l  and recren tion~l f n c i l i t i o a  ~ v ~ i l . w b l e  
t o  t h e  g e n e r a l  p u b l i c  o r  by g a l l i n 8  r e a l  c a t f i r e ,  
tfmbar, o f  o t l l e r  p r o d u c t s ,  i e  n o t  or&rrnieed und 
operated c x c l u a i v e  ly f o r  p leanure,  r e c r a a t  Lo,\, 
and o t h e r  n o n p t o f i t n b l ~  purpoees,  nnd f a  no t  cbxemp t 
u n d e r  s a c t i o n  5Ol(a). S o l i c i t s t t o n  by ndva.r%iaarann t 
or ochrrwies f o r  p u b l i c  p a t r o n a g e  of i t s  f e c i l l t i a a  
i r  prima f a c i a  evldenca t h a t  the c l u b  tip angagin8 1 n 
businers nnd l o  not b a i n g  opsratad a x c l u a i v o l y  f o r  
p laamure ,  r e c r a a t i o n ,  o r  r o c l a l  pc~~.polacsl .  However, 
an iacident~l sale o f  p t a p e r t y  will not  d e p r i v e  n 
c l u b  o f  i t @  exemption."  

#avhmt Ruling 68-168, 1908-1 C . R .  269 ho lda  t h n t  a n o n p r o f i t  o r g a n i z a t i o n  
thrt&rar h i l d i n g  l o t u  t o  i r a  ratsaber# on a long-.term bmrpfa l a  n o t  aaaerpt 
ftm Padetrl i u c o w  t a x  u n d e r  section 501 (c ) (7 )  af  Ltlc I n t a r n e l  Revenue 
Cotla of 1954.  I n  auanurcy, f t ar.ataa ehnt  s u b s i d i a r y  and lucaeing l o t s  i n  
ouch n uaner  c o n s t i t u t a u  angaging i n  bucinaaa .  

M a a  applying the l a w  t o   he Eacte of your o t p j a n l a a t i o r ~ ,  your  a t t t l v i t . i a ~  
aT@ not diraced t a a r d  f u t f k a r f  n& plecarura, r e c r a a t i a n  o r  o t h e r  uonprof i t 
pu-oar, 80 deecribad i n  aecr ion  50L(c) ( 7 ) .  Ttiatafore, your or a a n i t e t i o n  
doao not q u a l i f y  fog axmptl lcn from laeduxal i n c o ~ e  t a x  under aoction 
SOL(cj(7) . k c o r d i n m l y  .ll, yau are  requirczch t o  f 11s incoue t a x  r e t u r n #  
oa Fom 1120. 

$ * 

Y If +u rgrsr, with kharo  concbafsnr  or do not wiah  ta  fiB,a a w r i ~ t s n  
ptotrrt, ploroa sign and r e t u t t i  Form 6028 i n  kha enclorad rcsli-nddrseesd 
bnvebopa as ooon an poaribl~, 

1 

" 



If mu do awt a ~ r a r  with thee. caneluoianr, mu my, within 30 day8 f r m  
tha data o f  t h i a  l a t t s r ,  f i l e  in dupl i ca t s  o b r i e f  of  t h e  tact9 ,  leu, and 
armeat tbt clearly a r t s  for th  your pos i t ion .  If polu dtB8it~ aa oral  
biraom8ion of t h e  ioaue, plorea indicate  ehi.8 i n  your pcoecret. The *a- 
c l o o d  Publication 892 giver tnatructionm for fi ltw a protest. 

If you do not f i l a  a pratemt with t h i a  o f f i c e  t2ithl.n 30  d a y a  o f  the d a t a  
of t h i r  irrport or l a t t e r ,  t h i e  propsad dratawination will becase f i n a l .  

If you havr any further q u e r t i o ~ s ,  plaroa csatact the pchrmon wboacs name 
and tolapham n m h r  are rhrwn r t  the b q i n n i n g  o f  chim l a t t e r .  

*****  * * *  e  
D i s t r i c t  :3 lrector  

PncAmutr rt 
Publicrtion 892 
Ibrm 6018 


